
46

26 CFR Ch. I (4–1–03 Edition)§ 1.642(d)–1

share of the commingled property is 75 per-
cent ($750,000/$1,000,000). Accordingly, assum-
ing that the commingled property consists of 
Y stock with a fair market value of $800,000 
and Z bonds with a fair market value of 
$200,000, there must be allocated to X fund at 
the close of September 30, 1970, Y stock with 
a value of $600,000 ($800,000×75%) and Z bonds 
with a value of $150,000 ($200,000×75%).

(d) Transactions before amendment of 
or severance from fund. (1) A fund which 
is amended pursuant to paragraph (c) 
of this section, or is severed from a 
fund pursuant to paragraph (a)(2) of 
this section, shall be treated for all 
purposes, including the allowance of a 
deduction for any charitable contribu-
tion, as if it were before its amendment 
or severance a pooled income fund to 
which section 642(c)(5) and § 1.642(c)–5 
apply. Thus, for example, where a 
donor transferred property in trust to 
such an amended or severed fund on 
August 1, 1969, but before its amend-
ment or severance under this section, a 
charitable contributions deduction for 
the value of the remainder interest 
may be allowed under section 170, 2055, 
2106, or 2522. The deduction may not be 
allowed, however, until the fund is 
amended or severed pursuant to this 
section and shall be allowed only if a 
claim for credit or refund is filed with-
in the period of limitation prescribed 
by section 6511(a). 

(2) For purposes of determining under 
§ 1.642(c)–6 the highest yearly rate of re-
turn earned by a fund (which is amend-
ed pursuant to paragraph (c) of this 
section) for the 3 preceding taxable 
years, taxable years of the fund pre-
ceding its taxable year in which the 
fund is so amended and qualifies as a 
pooled income fund under this section 
shall be used provided that the fund did 
not at any time during such preceding 
years hold any investments in securi-
ties the income from which is exempt 
from tax under subtitle A of the Code. 
If any such tax-exempt securities were 
held during such period by such amend-
ed fund, or if the fund consists of a por-
tion of a fund which is severed pursu-
ant to paragraph (a)(2) of this section, 
the highest yearly rate of return under 
§ 1.642(c)–6 shall be determined by 
treating the fund as a pooled income 
fund which has been in existence for 
less than 3 taxable years preceding the 

taxable year in which the transfer of 
property to the fund is made. 

(3) Property transferred to a fund be-
fore its amendment pursuant to para-
graph (c) of this section, or before its 
severance under paragraph (a)(2) of this 
section, shall be treated as property re-
ceived from transfers which meet the 
requirements of section 642(c)(5). 

[T.D. 7105, 36 FR 6486, Apr. 6, 1971, as amend-
ed by T.D. 7125, 36 FR 11032, June 8, 1971; T.D. 
8540, 59 FR 30102, June 10, 1994]

§ 1.642(d)–1 Net operating loss deduc-
tion. 

The net operating loss deduction al-
lowed by section 172 is available to es-
tates and trusts generally, with the fol-
lowing exceptions and limitations: 

(a) In computing gross income and 
deductions for the purposes of section 
172, a trust shall exclude that portion 
of the income and deductions attrib-
utable to the grantor or another person 
under sections 671 through 678 (relating 
to grantors and others treated as sub-
stantial owners). 

(b) An estate or trust shall not, for 
the purposes of section 172, avail itself 
of the deductions allowed by section 
642(c) (relating to charitable contribu-
tions deductions) and sections 651 and 
661 (relating to deductions for distribu-
tions).

§ 1.642(e)–1 Depreciation and deple-
tion. 

An estate or trust is allowed the de-
ductions for depreciation and deple-
tion, but only to the extent the deduc-
tions are not apportioned to bene-
ficiaries under sections 167(h) and 
611(b). For purposes of sections 167(h) 
and 611(b), the term beneficiaries in-
cludes charitable beneficiaries. See the 
regulations under those sections. 

[T.D. 6712, 29 FR 3655, Mar. 24, 1964]

§ 1.642(f)–1 Amortization deductions. 
An estate or trust is allowed amorti-

zation deductions with respect to an 
emergency facility as defined in sec-
tion 168(d), with respect to a certified 
pollution control facility as defined in 
section 169(d), with respect to qualified 
railroad rolling stock as defined in sec-
tion 184(d), with respect to certified 
coal mine safety equipment as defined
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in section 187(d), with respect to on-
the-job training and child-care facili-
ties as defined in section 188(b), and 
with respect to certain rehabilitations 
of certified historic structures as de-
fined in section 191, in the same man-
ner and to the same extent as in the 
case of an individual. However, the 
principles governing the apportion-
ment of the deductions for depreciation 
and depletion between fiduciaries and 
the beneficiaries of an estate or trust 
(see sections 167(h) and 611(b) and the 
regulations thereunder) shall be appli-
cable with respect to such amortiza-
tion deductions. 

[T.D. 7700, 45 FR 38055, June 6, 1980]

§ 1.642(g)–1 Disallowance of double de-
ductions; in general. 

Amounts allowable under section 
2053(a)(2) (relating to administration 
expenses) or under section 2054 (relat-
ing to losses during administration) as 
deductions in computing the taxable 
estate of a decedent are not allowed as 
deductions in computing the taxable 
income of the estate unless there is 
filed a statement, in duplicate, to the 
effect that the items have not been al-
lowed as deductions from the gross es-
tate of the decedent under section 2053 
or 2054 and that all rights to have such 
items allowed at any time as deduc-
tions under section 2053 or 2054 are 
waived. The statement should be filed 
with the return for the year for which 
the items are claimed as deductions or 
with the district director for the inter-
nal revenue district in which the re-
turn was filed, for association with the 
return. The statement may be filed at 
any time before the expiration of the 
statutory period of limitation applica-
ble to the taxable year for which the 
deduction is sought. Allowance of a de-
duction in computing an estate’s tax-
able income is not precluded by claim-
ing a deduction in the estate tax re-
turn, so long as the estate tax deduc-
tion is not finally allowed and the 
statement is filed. However, after a 
statement is filed under section 642(g) 
with respect to a particular item or 
portion of an item, the item cannot 
thereafter be allowed as a deduction for 
estate tax purposes since the waiver 
operates as a relinquishment of the 

right to have the deduction allowed at 
any time under section 2053 or 2054.

§ 1.642(g)–2 Deductions included. 

It is not required that the total de-
ductions, or the total amount of any 
deduction, to which section 642(g) is ap-
plicable be treated in the same way. 
One deduction or portion of a deduc-
tion may be allowed for income tax 
purposes if the appropriate statement 
is filed, while another deduction or por-
tion is allowed for estate tax purposes. 
Section 642(g) has no application to de-
ductions for taxes, interest, business 
expenses, and other items accrued at 
the date of a decedent’s death so that 
they are allowable as a deduction 
under section 2053(a)(3) for estate tax 
purposes as claims against the estate, 
and are also allowable under section 
691(b) as deductions in respect of a de-
cedent for income tax purposes. How-
ever, section 642(g) is applicable to de-
ductions for interest, business ex-
penses, and other items not accrued at 
the date of the decedent’s death so that 
they are allowable as deductions for es-
tate tax purposes only as administra-
tion expenses under section 2053(a)(2). 
Although deductible under section 
2053(a)(3) in determining the value of 
the taxable estate of a decedent, med-
ical, dental, etc., expenses of a dece-
dent which are paid by the estate of 
the decedent are not deductible in com-
puting the taxable income of the es-
tate. See section 213(d) and the regula-
tions thereunder for rules relating to 
the deductibility of such expenses in 
computing the taxable income of the 
decedent.

§ 1.642(h)–1 Unused loss carryovers on 
termination of an estate or trust. 

(a) If, on the final termination of an 
estate or trust, a net operating loss 
carryover under section 172 or a capital 
loss carryover under section 1212 would 
be allowable to the estate or trust in a 
taxable year subsequent to the taxable 
year of termination but for the termi-
nation, the carryover or carryovers are 
allowed under section 642(h)(1) to the 
beneficiaries succeeding to the prop-
erty of the estate or trust. See 
§ 1.641(b)–3 for the determination of 
when an estate or trust terminates.
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